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Board of Directors

Davy Securities

We have audited the accompanying statement of financial condition of Davy Securities

the Company wholly owned subsidiary of Davy Holdings as of December

31 2010 that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 This statement of financial condition is the responsibility of the Companys

management Our responsibility is to express an opinion on this statement of financial

condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the

United States of America Those standards require that we plan and perform the audit to

obtain reasonable assurance about whether the statement of financial condition is free of

material misstatement An audit of statement of financial condition includes

consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit of statement of financial condition

also includes examining on test basis evidence supporting the amounts and disclosures

in that statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of

financial condition presentation We believe that our audit provides reasonable basis for

our opinion

In our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of the Davy Securities as of December 31 2010 in

conformity with U.S generally accepted accounting principles

KPMG

23 February 2011

KPMG partnership established under Irish law is the Irish

member firm of KPMG international Swiss cooperative



Davy Securities

wholly owned subsidiary of JE Davy Holdings

Statement of Financial Condition In US Dollars

As at December 31 2010

Assets

Cash and cash equivalents $4364283

Income tax receivable 61647

Other assets 10808

Total assets $4436738

Liabilities and Stockholders Equity

Liabilities

Accounts payable and accrued expenses $377428

Due to affiliates 1247899

Total liabilities 1625327

Commitments and Contingencies

Stockholders equity 2811411

Total stockholders equity 2811411

Total liabilities and stockholders equity $4436738

The accompanying notes are an integral part of the Statement of Financial Condition



Davy Securities

wholly owned subsidiary of JE Davy Holdings

Notes to Statement of Financial Condition Continued

Organization and description of the business

Davy Securities commenced trading during the year ended 31 December 2006 The Company is

registered broker-dealer with the Securities and Exchange Commission the SEC and is

member of the Financial Industry Regulatory Authority FINRA Its business encompassed the

execution as agent only of transactions in foreign from U.S perspective equities which are

listed primarily on the London and/or Irish Stock Exchanges and foreign fixed income securities

The Company executes all client orders for foreign securities with Davy trading as Davy
an affiliated foreign broker-dealer member of the Irish Stock Exchange ISE and the London

Stock Exchange LSE and authorised by the Central Bank under the Stock Exchange Act 1995

Davy will report these executed trades to the relevant stock exchange Davy Securities

executes the client order with Davy which in turn will execute the order with member of

the relevant stock exchange or market maker

Davy Securities is wholly owned subsidiary of Davy Holdings The ultimate holding

company is Amber Note Davy Holdings and Amber Note are both incorporated in Ireland

Summary of significant accounting policies

Basis of presentation

The statement of financial condition was prepared in conformity with accounting principles

generally accepted in the United States of America which requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the statement of financial condition Actual

results could differ from those estimates

Securities transactions

Customer security transactions are recorded on settlement date basis generally the third

business day following the transaction date The impact of using settlement date accounting

approximates the results that would have been achieved under trade date accounting

Foreign currencies

The Companys functional currency is the euro Monetary assets and liabilities denominated in

foreign currencies are translated into euros using exchange rates prevailing at the end of the year

Non-monetary assets and liabilities denominated in foreign currencies are translated into Euro

using historical exchange rates



Davy Securities

wholly owned subsidiary of JE Davy Holdings

Notes to Statement of Financial Condition Continued

Summary of significant accounting policies continued

Foreign currencies continued

For presentation purposes the financial statements have been translated from the functional

currency euros into U.S dollars Assets and liabilities are translated into dollars using exchange

rates prevailing at the end of the year dollar 0.7472 euro Stockholders equity balances have

been translated into dollars using historical exchange rates Revenues and expenses are translated

into dollars using the average rate for the year dollar 0.7543 euro Adjustments arising from

translation into the presentation currency U.S dollars are recognised in the currency translation

account within Stockholders equity

Income taxes

The Company accounts for income tax in accordance with SFAS No 109 Accounting for Income

Taxes SFAS 109 The Company accounts for income taxes under the asset and liability

method Under the asset and liability method deferred tax assets and liabilities are recognized for

the future tax consequences attributable to differences between the financial statement carrying

amounts of existing assets and liabilities and their respective tax bases and operating loss and tax

credit carryforwards Deferred tax assets and liabilities are measured using enacted tax rates

expected to apply to taxable income in the
years

in which those temporary differences are expected

to be recovered or settled The effect on deferred tax assets and liabilities of change in tax rates is

recognized in income in the period that includes the enactment date

There was no deferred taxation as at December 31 2010 2009 Nil

Cash and cash equivalents

Cash and cash equivalents aggregating $4364283 consist of cash The Company considers all

highly-liquid instruments with original maturities of three months or less to be cash equivalents

Commitments and contingent liabilities

There were no commitments or contingent liabilities at year end

Related party transactions

Corporate overhead expenses are allocated to the Company by Davy based on direct usage
headcount or volume depending on the source of the expense All direct expenses are paid by

Davy and recharged through the inter-company account As at December 31 2010 net

amount of $1247899 was due to JE Davy relating to trade settlement accounts and accrued

income and expenses



Davy Securities

wholly owned subsidiary of JE Davy Holdings

Notes to Statement of Financial Condition Continued

Net Capital Requirement

As registered broker-dealer and FINRA member firm the Company is subject to the SECs
Uniform Net Capital Rule the Rule which requires the maintenance of minimumnet capital

The Company has elected to use the alternative method permitted by the Rule which requires

that the Company maintain net capital equal to the greater of $250000 or 2% of aggregate debit

items in the reserve computation

At December 31 2010 the Company had net capital of $2479446 which was $2229446 in

excess of its required net capital of $250000

Concentration of credit risk

As securities broker and dealer the Company is engaged in various securities trading and

brokerage activities servicing diverse group of investors substantial portion of the Companys
transactions are executed with and on behalf of investors including other brokers dealers

commercial banks U.S governmental agencies mutual funds and financial institutions and are

generally collateralized The Companys exposure to credit risk associated with the non-

performance of these customers in fulfilling their contractual obligations pursuant to securities

transactions can be directly impacted by volatile securities markets credit markets and regulatory

changes

Subsequent Events

The Company has evaluated subsequent events through to the date in which the financial

statements were issued on February 23 2011


